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commissioner concerning exceptional relief may request an administrative hearing to the
commissioner of the department.

XIII. Public Process

The State has in place a public process which complies with the requirements of Section
1902(a)(13)(A) of the Social Security Act.
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XIV. Proportionate Share Incentive Payments for Public Hospitals.

1. The department recognizes that many public hospitals provide basic support for

I

community and regional health care to clients who would otherwise be unable to
readily access needed inpatient hospital service. To ensure continued access,
proportionate share incentive payments (Hospital Pro-Share payments) are provided
to in-State public hospitals. At least annually, the department will advise all such
hospitals to formally request participation in the Hospital Pro-Share payment
program.

A public hospital is a non-state government owned or operated facility.

The state determines a reasonable estimate of what Medicare would have paid to
public hospitals by calculating the Medicare upper payment limit (UPL). The
Medicare UPL is the result of inflating the TEFRA inpatient rate forward from the
1982 base year, using allowable adjustments as set out in public law, the Federal
register, notices from the Centers for Medicare and Medicaid Services, hearing
decisions, or similar authoritative notices. For hospitals built after 1982, the first full
year of operation is the hospital’s base year.

The TEFRA inpatient rate is expressed as a discharge rate and Medicaid estimated
payments are based on per diem rates. Medicaid inpatient days are divided by the
average length of stay to obtain the Medicaid discharge rate. Medicaid discharges are
then multiplied by the inflated TEFRA inpatient rate, resulting in the Medicare UPL.
Inpatient rates and discharges are based on the most recent Medicare cost reports.

Total estimated Medicaid payments for the current year are obtained by multiplying
the current facility Medicaid inpatient rate by the number of Medicaid inpatient days
reported on the most recent Medicare cost report. This total is then subtracted from
the UPL to determine the difference, if any, between the UPL and the estimated
Medicaid payments. The most recent complete Medicare cost report data are adjusted
to take into consideration any facility fiscal year offset with the state fiscal year,
amended information submitted by the facility, and capital costs.

The public hospital facility-specific differences between UPL and estimated Medicaid
payments are added together to calculate the statewide total for additional payments
to all publicly owned hospitals for inpatient services. This aggregate difference
represents the total available in the Hospital Pro-Share Program. An adjustment is
made to the statewide total UPL to account for the effect of Medicare
disproportionate share payments and Medicare graduate medical education payments.
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4. Hospital Pro-Share payments will be paid annually on or before September 30"
during each federal fiscal year. The state may make one additional payment per year, if
needed to reconcile the federal fiscal year with state fiscal year expenditures. State
fiscal year payments require money from two Federal fiscal years. The second
payment may be held until the next Federal fiscal year monies are available. Payments
are based on projections of completed years, therefore no further adjustments are made
for over-or under-payments.

The State recognizes that occupancy is the key measure in determining the payment for
each participating hospital. Specifically, a hospital with a low occupancy level tends to
be more fiscally vulnerable compared to a hospital with a high occupancy level. Each
participating hospital will be assigned an occupancy weight as follows:

Occupancy Level Occupancy Weight
40 percent or more 1.00
30 — 39 percent 1.05
20 — 29 percent 1.10
10 — 19 percent 1.15
less than 10 percent 1.20

The occupancy level used to determine a hospital’s occupancy weight will be the
percent that results from dividing the total number of patient days by the total number
of available bed days disclosed in the Medicare cost report for the hospital’s fiscal year
ending 24 months before the payment. These payments, when combined with other
non-DSH medical assistance payments, will not, in aggregate, exceed a reasonable
estimate of what Medicare would have paid for similar services.

5. Hospital Pro-Share payments will not be subject to settiement (payment at the lower of
costs or rate), or to state law governing payment rates AS 47.07.070 or regulations in
7 AAC 43.670 -7 AAC 43.676 and 7 AAC 43.678 — TAAC 43.709.
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